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KEY ECONOMIC INDICATORS 
(as of April 30, 1978) 


Millions of guilders, unless otherwise stated. Average annual exchange rates: 1976, 


$1 = Hfl. 2.60; 1977, $1 = Hfl. 2.45; 1978 to date 51 = Hfl. 2,22 


INCOME, PRODUCTION, EMPLOYMENT 1976 1977 1978 
GNP at current prices 236,650 258,600 280,800 E F 
GNP at 1976 prices 236,650 242,700 248,770 E + 
Per capita GNP,current prices(gldrs.) 17,130 18,739 20,348 E + 
Plant and equipment investment 25,500 30,950 33,00 E + 
Indices: 1970 = 100 

Industrial production 126 127 

Avg. labor productivity (Ind.) 147(Jan-Sept) 

Avg. industrial wage (1972=100) J 176 182 Jan + 7. 
Disposable personal income 145,370 163,010 
Employment (000's) (Dec) 4,843 
Avg. Unemployment Rate (%) ‘ 5.1 
Housing starts (units) 108,998 
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MONEY AND PRICES 
Money supply 0,399 21030 
Public debt (internal) (Dec) 0,98 47,205(Jan-Nov) 
(External) (Dec) 
Interest, Central Bank discount 5 0 a 4.5 Feb 
Domestic credit o1 itstanding (Dec) | 87,758 
Indices: 
Retail sales (value): 1975=100 118(Jan-Nov) 
Avg. wholesale prices: 1970=100 
(Excl. VAT) 154.9 
Avg. consumer prices: 1975=100 8 115.8 117.9 Feb. 


BALANCE OF PAYMENTS AND TRADE 
Gold € For. Exch. Reserves (Dec) 26,684 27,415 (Sept) 
Balance of payments, current 

account, transactions ‘quar +7.46 . Liew: i 
Balance of trader pins, 3 rar 0 1.77 
Total exports, FOB (incl. Belg-Lux) 106,017 107,197 

Exports to U.S. SyULZ 330795 
Total imports, CIF (incl.Belg-Lux)* 104,250 111,920 

Imports from U.S. 9,585 9,546 





Main imports from U.S., Jan-Nov 1977: oil seeds, nuts and pits 1,342,533 MT/Hfl 
994,839; corn 3,549,914 MI/Hf1l. 952,437; animal feed except grains 2,004,002 MT/Hf1 
718,413; organic chemical products 420,403 MT/Hfl 466,666; other machinery except 
electrical parts Hfl. 427,261; office machines and parts Hfl 292,212. 

Note: Third colum contains available 1978 figures. (E=estimated for the year) 
Percentages in fourth column compare (1) 1978 figures with corresponding 1977 

period or (2) 1977 with 1976 if no 1978 figure is available. 

Sources: Central Bureau of Statistics, Central Planning Bureau, Netherlands Bank. 

(* Dutch import figures do not include foreign goods placed in bond for forwarding to 
other countries, often after reprocessing and repacking. U.S. export figures do.) 





SUMMARY 


Expectations last year for an early recovery of the Dutch econ- 
omy were not realized. Weak external demand for Dutch products 
left vital industrial sectors with surplus capacity. The modest 
2.5-percent real growth of GNP was the result primarily of favor- 
able domestic demand. Although unacceptably high, the unemploy- 
ment and inflation rates declined to among the lowest in the OECD. 


This year, triggered by the anticipated cyclical recovery of some 
of the Netherlands’ major trading partners, external demand is 
expected to rise but the domestic market should lag behind. The 
expected result is another year of slow growth. Employment is 
not expected to improve, but inflation should drop below 5 
percent. 


The new government appears to have a more favorable attitude to- 
ward business. Its policies should become even clearer when it 
presents legislation shortly on promised reforms. These include 
excess profit sharing, selective investment, the operation of 
works councils and land use. In June, when it publishes its 
spring review of the budget and its macroeconomic projections 
through 1982, the government should reveal how much relief it is 
prepared toextend to the private sector. 


The outlook for U.S. exports to the Netherlands continues favorable 
and will be enhanced by government programs to help restructure 
certain industries, stimulate employment and reduce tax burdens. 
U.S. agricultural exports to the Netherlands, over $2 

billion in 1977, should remain high in 1978. 


The U.S. and the Netherlands are currently the largest direct 
foreign investors in each other's territory. 


CURRENT ECONOMIC SITUATION AND TRENDS 


The economy's shaky foundation - With exports amounting to 41 
percent of GNP, economic growth in the Netherlands is linked 


closely to developments in foreign markets. In the past, the 
Dutch share of these markets matched the growth of world trade. 
Since 1974, however, although the growth of world trade has only 
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slowed, the Dutch share of traditional markets has declined. 
Although today's export weakness can be attributed in part to 
high Dutch labor costs and the strong guilder, structural and 
cyclical changes abroad are also key causes. 


A large share of Dutch exports is aimed at currently depressed 
world market segments such as shipyards, steel, chemical fibers 
and petroleum derivatives, where there is little hope for quick 
recovery. As a consequence, the government is deeply involved 

in helping Dutch industry to cope with crisis conditions. It 
has already spent 630.5 million guilders on programs to restruc- 
ture the furniture, textile, meat processing, chemical fiber and 
steel industries, and made available 5.5 million guilders to im- 
prove the domestic leather industry. The biggest government 
program involves 950 million guilders for the heavy engineering 
industry (shipbuilding, foundries and heavy machinery), whose 
restructuring is regarded as the largest postwar operation to 
safeguard jobs. Yet this sector will need to eliminate 13 per- 
cent of its 48,000 jobs over a period of four years in order to 
protect the remaining positions. 


The failure of exports to offset a 1.5-percent rise in import 
volume caused the Netherlands trade account last year to turn 
from a 1.8-billion-guilder surplus in 1976 to a 4.7-billion- 
guilder deficit. As a result, the balance of payments surplus 
on current account diminished from seven billion guilders in 
1976 to less than one billion in 1977. 


Despite poor export performance, depressed capacity utilization 
and low corporate profitability, corporate investments recovered 
well from their slump in 1975 and 1976. Last year, they rose 16 
percent, which may have reflected efforts by industry to catch 

up on projects it could no longer postpone. Together public and 
private investments contributed to substantial expansion of domes- 
tic expenditures. But the strength of the home market was not 
enough to boost real growth of GNP by more than a modest 2.5 per- 
cent, compared to 5.0 percent in 1976 and the average of 5.5 per- 
cent from 1964 to 1972. 


The outlook for 1978 - The government's Central Planning Bureau 
recently announced revised economic performance figures which 
forecast a worsening outlook for 1978. Although the expected 
inflation rate will drop from the 6.7 percent of 1977 to less than 
5.0 percent in 1978, other economic factors will continue to be 
largely unfavorable: Gross investment by business is expected to 
expand by only 3.0 percent and GNP by 2.5 to 3.0 percent, vir- 
tually the same as last year. Unemployment is now projected to 
reach 215,000 in 1978 or 5.4 percent of the labor force, as com- 
pared to 204,000 or 5.1 percent in 1977. Export volume, however, 
will increase three percent compared with a decline in 1977. 
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The latest OECD economic survey of the Netherlands concludes that 
the best that may be expected is that the marked slowdown in 
domestic demand in the latter part of 1977 will not continue, and 
that the export market share losses will be partially regained. 
Nevertheless, the export markets themselves will continue to grow 
at a below-average rate. The OECD recommends, therefore, that 

the expansionary nature of domestic economic policy be maintained 
or reinforced for two reasons: first, that any growth of GNP sign- 
ificantly below 4-0 percent risks aggravating unemployment and, 
second, that for the benefit of the OECD as a whole, countries such 
as the Netherlands with a strong balance-of-payments position and 
relatively low inflation should maintain adequate rates of domestic 
demand growth. 


Another forecast, by Netherlands Central Bank president Jelle 
Zijlstra, holds that the inflation rate will decline to between 
4.0 and 4.5 percent in 1978, allowing the downward trend in Dutch 
interest rates to be maintained. 


The policies of the new government - Although parliamentary elec- 
tions last May brought substantial gains to the socialist Labor 
Party, efforts to continue the Labor-led center-left government 
collapsed. In December, the middle-of-the-road Christian Democratic 
Appeal and the smaller, more conservative Liberal Party formed a 
center-right cabinet. The new coalition has a majority of only two 
seats in the lower house of parliament, but its cohesion was 
strengthened by provincial elections in March 1978, when the Chris- 
tian Democratic Appeal overtook Labor as the country's largest party. 


To date, the new government has operated largely with its predeces- 
sor's programs, The 1978 budget, published last September, was a 
stand-pat budget reflecting the last government's caretaker status. 
Nevertheless, it contained a 1.1-billion-guilder package of cor- 
porate and individual tax relief reflecting the concern of all par- 
ties with the plight of the economy. Subsequently, in late October, 
when conditions were still deteriorating, the caretaker government 
supplemented the budget with a 2.5-billion-guilder package of meas- 
ures to create work, support individual companies, and ease the bur- 
den on taxpayers by delaying planned increases in taxes, 


The government is now placing its own, conservative stamp on economic 
policies. Most noteworthy is the decision to change drastically a 
measure to distribute corporate excess profits among workers. This 
measure has been opposed by business, including the American Chamber 
of Commerce in the Netherlands. The new government divided the pre- 
vious government's proposal into two bills. The first, presented to 
parliament in late April, is a form of profit sharing not dissimilar 
to that which individual employees obtain from their own companies 

in the U.S. A major change enables U.S. investors to deduct the 
planned distribution of excess profits from U.S. taxes. The second 
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part of the legislation, to be presented later, would create a com- 
mon fund for all Dutch workers to be administered by trade unions. 
Other measures the government inherited from its predecessor would 
cover land use, the relationship of management and workers in works 
councils and, finally, government incentives for private investmenc. 


The most important indicator of the government's orientation will 

be its budget review and macroeconomic projections through 1982, 
both of which are to be debated by parliament in June. After years 
of expansion of the public sector in absolute terms and relative to 
national income, the last government decided that economic health 
demanded that the growth of public sector revenue as a percentage of 
national income be reduced to one percentage point a year. Even the 
socialist members of that government recognized that full employment 
depended on a recovery of private investment. The planned reduction 
of public sector growth may not, however, be enough to avoid a sharp 
rise in unemployment by 1982. This government may have to consider 
a further cut. 


Other, structural reforms may be beyond the government's power. These 
would include lowering labor costs, increasing industrial productivity, 
and phasing out weak business sectors. Pressures for job and social 
security would make such restructuring difficult even for a govern- 
ment with more parliamentary support than the present one. The back- 
ing of labor unions will be necessary if the government is to succeed 
in moderating the growth of labor costs. The previous government ob- 
tained labor moderation in 1975 by promising to protect labor income 
and interests through measures such as passage of the excess profits 
sharing legislation and changes in the Works Council Act. This 
government's decision to alter particularly the first of these items 
to preserve business confidence may increase union militancy. 


IMPLICATIONS FOR THE U.S. 


Good performance and prospects for U.S.exports - The outlook for U.S. 
exports to the Sathatiects continues favorable. They amounted last 
year, according to U.S. statistics, to $4.72 billion (including re- 
exports), a 3.0 ‘percent increase over 1976. It should be noted 
that, although small relative to the performance over the last several 
years, the figure may have been influenced by the U.S. dock strike 
last fall. Before that, at mid-year, U.S. exports to the Netherlands 
were running almost 15 percent above the same period in 1976. 


Despite the modest projected increase in 1978 Dutch economic growth, 
many signs favor the U.S. exporter. Government programs to restruc- 
ture industries, stimulate employment, and reduce tax burdens should 
take effect in 1978. The appreciation of the guilder against the 

dollar makes the price of American products competitive in many sec- 
tors. And American products on the whole enjoy an excellent reputa- 





a 


tion in the Dutch market for quality and advanced technology. The 
U.S. exporter should bear in mind, however, that the Dutch business- 
man is a sophisticated, active and efficient trader who expects the 
same service, support, prompt attention to inquiries and access to 
supplies as a domestic U.S. customer. Also, competition from in- 
dustrial countries, particularly West Germany, France and the United 
Kingdom, is strong. 


Among U.S. industrial manufactured goods exported to the Netherlands, 
sharp increases were shown in 1977 by statistical machinery, elec- 
tro-medical apparatus and parts excluding x-ray, electron tubes and 
parts, photo and motion picture equipment, still cameras and flash 
apparatus, photo and motion picture equipment and parts, medical 
instruments except electro-medical, and photo film and plates. Other 
product exports showing significant increases were gas turbines, of- 
fice machinery, printing and bookbinding equipment, non-electrical 
machines, electrical apparatus for making electrical circuits, x-ray 
and radiological apparatus, passenger cars and trucks, measuring- 
control instruments, children's toys, musical instruments and furni- 
ture. 


In 1978 and 1979,U.S. exports to the Netherlands should increase 10 
percent a year. The best sales opportunities will be for goods ex- 
hibiting high technology and systems that save labor. The latter 
feature is important due to the steady increase in unit labor costs 
in the Netherlands and the relatively low rate of growth in labor 
productivity. Sectors of special promise include packaging and food 
processing equipment, consumer goods, automotive parts and accessories 
including garage equipment, computers and peripheral equipment, elec- 
tronic components, pollution control equipment and instrumentation, 
safety and security equipment, laboratory instruments, health care 
equipment and business equipment. The U.S. tourist industry should 
benefit from the upsurge in Dutch interest in travel to the U.S. 
sparked by the relative cheapness of travel to and in the U.S. 


Other sectors in which the U.S. should continue strong are chemical/ 
petrochemical processing and energy systems. Intensified explora- 
tion and production of oil and gas will increase needs for drilling 
equipment. Technology and equipment involving coal gasification 
and liquid natural gas are also of interest due to major projects 

in these fields. 


Sales of U.S. consumer goods are growing as the Dutch consumer ac- 
quires a taste for their high quality and relatively low cost. 
Leaders include cameras, furniture, housewares, sporting goods and 
leisure-time products, and consumer electronics and optics. 


Investment account surplus for the U.S.- Direct investment both ways 
substantially deepens the U.S.-Netherlands economic/commercial 
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relationship. At the end of 1976, the book value of direct invest- 
ments by more than 1,000 U.S. firms in the Netherlands was $3.8 
billion, making the U.S. first among foreign investors in the Nether- 
lands. Of this amount, investments in the petroleum industry 
amounted to $1.3 billion, manufacturing $1.7 billion (including 

$600 million for chemicals), machinery $470 million, primary and 
fabricated metals $170 million, and food products $155 million. 


Dutch direct investment in the U.S. reached $6.2 billion at the end 
of 1976, compared with $4.7 billion at the end of 1974. The $1.5- 
billion increase in two years made the Netherlands the largest for- 
eign direct investor in the United States. Indications are that 
Dutch investment in the U.S. is continuing at a high level. 


Agriculture - The agricultural sector contributed to the disappoint- 
ing performance of Dutch trade in 1977. The agricultural trade sur- 
plus fell one billion guilders (or 12 percent). Although import 
volume was only 2.0 percent lower, prices were up 12 percent, 

four times the increase in prices of Dutch agricultural exports, 
whose volume was unchanged. Lower export prices were significant 

in two key sectors -- meat and livestock, and dairy -- which to- 
gether comprise 30-35 percent of total farm exports. The import 
bill was inflated by larger import volumes of feed ingredients, 
meat, poultry and dairy products, and higher import prices of mar- 
garine, fats and oils, beverages (such as coffee and tea), and 

some horticultural products. 


U.S. agricultural exports to the Netherlands totaled $2.124 billion 
in 1977, a 13-percent increase over 1976 and the first time they 
exceeded 2.0 billion dollars. The Netherlands thus remained the 
second most important destination (behind Japan) for U.S. farm 
products. Soybean and soybean meal exports were up 31 percent, 
feeds and fodders 53 percent, tallow and greases 42 percent, and 
tobacco 32 percent. These increases more than offset lower U.S. 
exports of corn (minus 18 percent), wheat (minus 25 percent), and 
fruits and vegetables (minus 15 percent). 


The outlook is for another good year for U.S. agricultural exports, 
depending on prices of soybeans, corn, other feed ingredients and 
wheat. The erratic, high prices of 1977 in the soybean markets 

are not likely to be repeated, but some increases are probable. This, 
plus stable or higher volume imports, should keep U.S. soybean and 
soybean meal exports at the same level or higher than in 1977. Corn 
imports should be the same in volume and higher in value. U.S. 
wheat exports should be up both in volume and value. Tallow and 
greases should continue to grow moderately, while prospects for 

more U.S. exports of feeds and fodders are excellent. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





